Options for Retirees

“Option™ is the term used to dascribe how your retirement allowance is aliotted. Your allowance must be paid to
you in iifetime monthly payments, but the apportionment of those payments wil differ depending upon your opton
selection, Option choice also detarminas what benefits, if any, will be paid to survivers after 2 retiree’s daath,

MBKING A CHOICE

= What factors should infiuence a member’s choice of option?

Your health and age at retirement, income from other sources, financial obfigations, and the nead to provide for
others that may survive you are some of the factors that you should consider carefully. Your decision should not
be made on the basis of what options are the most pepular, or the one chosen by a friend or acguaintance. It
should be based on vour own personai needs.

+ Are there any restrictions on my election of an opiion?

No, there are no restrictions. Any member is free to seject either Option A, Option B, or Option C upon
retirement.

+ When must | make my option selection?

You must choose an option before the date your allowance becomes effective. Retiremant board siaffers are
avaiiable to thoroughly discuss options with you prior 1o that date. If you refuse or fail to seiect an option before
the date your retirement becomes effective, the jaw provides that you shall be retired under Option B.

+ May | change my option choice‘?

You are not permitted under any circumstances to change your option salection after your retirament becomes
effective,

SPOUSAL ACKNOUJILEDGMENT

N Must my spouse acknowledge my option election?

Retirement boards must provide members and their spouses with detailed information regarding benefit options
to help them make informed decisions,

A married member's Choice of Retirement Option Form at Retiremeanit must be signed by the member’s spouse
to acknowiedge the spouse undersiands the option chosen. If a married member files a Choice of Retirement
Option Form at Refirement that has nof been acknowledged by his or her spouse, the retirement hoard is
required to notify the member's spouse of the option selecied within fifteen days by registerad mail

Thirty days after the member's spouse has been notified as provided above, the option will take effect. The

effective date of the member's retirament will not be affected by the requirement that spousal acknowiedgmaent
must be requestad,
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OPTIONS AVAILABLE AT RETIREMENT

OPTION A

Benefits Paid {oc Member Only
Election of Option A means that you will receive your full retirement aliowance in monthiy payments as long as
vou live. All allowance payments will cease upon your death and no benefits will be provided for VOUr survivors.

CPTION B

Botentiai Benefit for Beneficiaries

Option B provides you with a lifetime allowance which is approximately 1% to 5% Iess per month than Option
A. The annuity portion of your aliowance is reduced to aliow a potential benefit for your beneficiary(ies). Upon
your death, your surviving beneficiary(ies) of recerd, or if there is no beneficiary living, the person or persons

appearing in the judgment of your retirement board to be entitied thereto will be paid the unexpeanded balance of
your accumulated tofal deductions, if any, from the annuity reserve account.

+ How soon would my contributions be depleted?

Although your retirement allowance is not reduced because of the depietion of your accumuiaied deductions, it
is generally the case that your deductions are used up within eight 1o tweive years of yaur retirement, depending

upon your age at retirement. Any remaining baiance is to be paid to your beneficiary {ies) in the event of your
death.

» Is my choice of beneficiary limited under Option B? Can | change beneficiaries?

No. Under Option B, you may designate any parson{s) or charity or institution as your beneficiary. You may
riame more than one person or charity or institution as a bensficiary in differing percentages.

Although your option selection may never be changed, if you choose Option B you may change your beneficiary
at any time afier ratirement.

OPTION C

Joint and Last Survivor Allowance

Option C is also known as the joint and last survivor aliowance. Selecting this option means that the aliowance
payments that you would receive during your Hetime would be approximately 7 to 15% less than those you would
receive under Option A. Upon your death, your designated bensficiary will be paid a monthly aliowance for the
remainder of his or her lifetime. That allowance will be egual to two-thirds of the ailowance which was being paid
to you at the time of your death.

~ What determines the monthily payments of an aliowance payabie under Option C?

The monthly aliowance you receive under Option C depends upon life expectancy factors for both you and your
designated beneficiary,

» Who may | name as & beneficiary under Option C?

You may name only ong beneficiary under Option C. The eligible beneficiaries are fimited to your spouse. vour
former spouse (provided he or she has not remarried at the time the Option C benefit becomes payable to YOouj,
your child, your parent, or your sibling,
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= May [ change my Opﬁbn C bensficiary?

You may not change your Optior C beneficiary after your retirement becomes effective.

< If my spouse dies after receiving aliowance pavments under Option C, will benefits then be
payable to our children?

Each child wouid be eligivle to recaive an equal share of the allowance his or her parent had besn recaiving.
However, payments to children in these circumstances are of limited duration FPayments would be mads to the

legal guardian of each child and would cease upen the child's 18th birthday.

OPTION C "POP Up

+ How does my alfowance change under Option C if my beneficiary dies before | do?

Application Filed on or After January 12, 1988

If your aliowance is the result of a refirement application filed on or aftar danuary 12, 1988, and vour Option ©
beneficiary dies on or after that date ang before you die, you will thereatter he paid the fufl retirement aliowance
you weuld have received had you elected Option A at the time your retirement allowance becams effective. You
cannot select a new Cplion C beneficiary or a different option. {This conversion is commonly refarrad to as the
Option C “Pop-Up™.) Any cest-ofliving increases that have been granted since your Option C retirement became
effective will be refiscied in vour newly established Option A aliowancs. All payments will cease upon your death.

Retirement Before January 12, 1988

For retirees whose ratirement bacame effective before January 12, 1988, and who chose Option C and who are
predecsased by their beneficiaries, availability of the Option © ‘Pop-Up" benafit is determined by their respective
refirement board's (and reisvant “legistative body’s”} acceptance of a iocal option estabiished by Section 288 of
Chapter 184 of the Acts of 1898, Under Section 288, such adjustments must be made prospectively from Juiy 1,

1988, No payment can be made reiative to the period, if any, from the date of the death of the beneficiary to July
1, 1898,

Effect of Divorce on Option C Beneficiary

+ Does divorce following retirement change the status of my former spouse as my Option C
beneficiary?

He or she will continue to be your Option C beneficiary even if you are divarced after retirameant,




